THE REVIVAL OF ECONOMIC NATIONALISM
abroad in the soundness of England's financial situation.
In a race for security foreign creditors hastened to transfer
their deposits in London to other money centres. After
unavailing efforts to check the flight from the pound, the
government suspended the export of gold (September 1931)
in order to put an end to the drain on its depleted gold
reserves. The involuntary repudiation of the gold standard
was an event of more than national significance, for it gave
a profound shock to the international monetary system and
threw all currencies into disorder. Within a year over forty
states had followed England's example; the United States
did so in 1933; France, Netherlands and Switzerland not
until 1936. Our position in the world economy almost
necessarily involved the alignment of other powers in their
currency policy. Altogether the pound depreciated 40 per
cent. This meant that it was worth only three-fifths of its
former value in gold, but its value in terms of other currencies
was much less affected since they too suffered depreciation.
The confusion which ensued from the break-down of the
gold standard had the most demoralizing impact on the
structure of world prices which suffered a fresh collapse; and
the results were seen in the constriction of world trade, in
the chaos of exchange rates, in the raising of tariffs, in the
institution of 'quotas/ and in the impulse given to economic
nationalism. These grave international repercussions par-
ticularly concerned a country like England, who was vitally
dependent upon oversea commerce and upon the income
which she drew from shipping freights, investments and
other financial services abroad.
One of the main reasons advanced in favour of the sus-
pension of the gold standard was the adverse balance of
trade. There is a widespread misconception about the
balance of international payments. It is popularly supposed
that a surplus of exports over imports is an indication of
prosperity, and a surplus of imports over exports is a
premonition of disaster. Yet a debtor country may have an
export surplus owing to the discharge of its liabilities, and a
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